10 DOWNING STREET

From the Private Secretary 19 July 1983

Doctors!' and Dentists' Review Body

Thank you for sending me a draft letter for the Prime Minister
to send to Sir Robert Clark about the terms of reference of the
Doctors' and Dentists' Review Body,

The Prime Minister has considered this draft, but has commented
that the ground rules agreed with the professions before the
establishment of the present Review Body in 1971 do in fact constrain
the Review Body in the way indicated by Sir Robert Clark., The Prime
Minister has in mind particularly the words "The Government would
expect the new Review Body to make their own assessment, taking into
account, as envisaged by the Royal Commission, not only movement of
earnings in other professions but other relevant factors also ...".

The Prime Minister appreciates that this Review Body has a long
history and that comparability loomed a good deal larger in the
Review Body's work sometime ago than it does, or should, today.

I wonder if you could suggest a revised draft letter which takes
account of these points.

I am sending copies of this letter to Margaret O'Mara (HM Treasury)
and Richard Hatfield (Cabinet Office),

M. C. SCHOLAR

Steve Godber, Esq.,
Department of Health and Social Security.

CONFIDENTIAL




10 DOWNING STREET

THE PRIME MINISTER

—

}ca/\ fu' Q&A

When we spoke at the reception here for Lord Richardson
about the Doctors' and Dentists' Review Body's latest
recommendations and its terms of reference you told me that
the Review Body had a responsibility to keep the earnings
of NHS doctors and dentists comparable with those of certain
other groups, and that its recommendations would therefore be
designed to achieve this unless and until the Government
changed its terms of reference, You will recall that I
expressed some surprise that the DDRB saw itself as being
bound in this way. I thought I should now write to confirm

the formal position,

The terms of reference themselves are of course very
simple, and make no reference to the factors which should be
considered, The ground rules agreed with the professions
before the establishment of the present Review Body in 1971
say that "The Review Body will be free to obtain whatever
other information they want, to look at all the factors they

consider relevant and to form their own judgment. _The

Government would expect the new Review Body to make their
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own assessment, taking into account, as envisaged by the

Royal Commission, not only movement of earnings in other
st N e T e

professions but other relevant factors also, including the

quality and quantity of recruitment in all professions, The
Government itself attaches particular significance to evidence

about manpower and emigration trends and workload,"
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I do not read this as obliging the Review Body to
maintain relativities with other groups. Indeed the

agreement with the professions says specifically that:

"The new Review Body could not be regarded as bound
by the relationship between doctors' and dentists'

remuneration and that of other professions set out

eleven years ago in the Report of the Pilkington
o P————

Royal Commission .... The new Review Body will be
free to make their own assessment of this as of all

other relevant factors."

The fact that the Review Body is not bound to observe any
fixed set of relativities is recorded at paragraph 6 of the
First Report (1971) of the present Review Body, Paragraph 52
of the same report confirmed that the Review Body did not

intend to bind itself to fixed relativities:

"But we cannot regard ourselves as bound by comparisons
with thqq22§t. We agree with comments made in the
Pilkington Report itself: doctors and dentists should
not have a fixed place in a changing world; their
financial position may rise in relation to some
occupations and fall in relation to others;
subsequent reviews will not refer back to the
relationships established by the Pilkington or the
Kindersley Reports."

The Government naturally looks to the Review Body to make
its judgments in the context of the economic and financial
situation obtaining at the time and also to the supply of
skilled manpower to the professions concerned, and you will,

I am sure, give proper weight to the evidence which you

receive from the Health Departments on those questions, My

/immediate




|
immediate purpose, however, is to onsuﬁe that we are agreed

as to the ground rules under which the chiew Body operates.

\
Please let me know if you think Lhi% letter misrepresents
\

the position in any way. \

\

Sir Robert Clark,




DEPARTMENT OF HEALTH & SOCIAL SECURITY
Alexander Fleming House, Elephant & Castle, London SEI 6BY

Telephone 01-407 5522
From the Secretary of State for Social Services

Michael Scholar Esq
10 Downing Street

DOCTORS' AND DENTISTS' REVIEW BODY

Thank you for your letter of 30 Juhe about the Prime Minister's recent conversation
with Sir Robert Clark, Chairman of the DDRB, on the subject of comparisons with
outside earnings.

The basis on which the DDRB operates was set out in the form of an offer, subsequently
accepted, from Sir Keith Joseph to the BMA, dated 19 January 1971. I enclose a
copy. For present purposes paragraphs 6 and 12 (a) are particularly important. As
you will see, the Prime Minister is right that the DDRB is not bound by its terms
of reference to make the earnings of doctors and dentists comparable with certain
other professions. Indeed paragraph 12(a) specifically abandons the strict
relativities observed by the former Kindersley Review Body, which indirectly led
to its demise. But, more generally, the DDRB does seem to see itself as having

a duty to pay heed to the general indications as to how it should go about its
work - some of them are mentioned in paragraph 6 of Sir Keith Joseph's letter -
which were contained in the report of the Pilkington Royal Commission which
originally led to the establishment of a review body.

The difficulty is that although Sir Keith Joseph made it clear enough at the time
that the move away from fixed relativities could work either way, it was seen by
the professions and the Review Body as a concession by the Government. The
professions interpret the agreement as meaning that their incomes should not be
affected by vagaries of earnings in, or changes in relativities between, specific
outside groups. Rather, the Review Body should maintain their position in relation
to the professions and other high income groups as a whole. The Review Body too
has seen its task in this way and has long related doctors' and dentists' earnings
to specific percentile points on the earnings scale regardless of which groups
happened to be above or below them at any particular time. This is not however the
only factor to which they have had regard and in recent years their recommendations
have not in fact kept pace with the percentiles. Successive Governments have
tacitly accepted the interpretation, in that they have never objected to it, or
rejected a report on merits.

There is thus a considerable weight of interested opinion and a long series of
Review Body reports in support of Sir Robert Clark's interpretation of his remit.
Nevertheless the formal position is, as the Prime Minister told him, that there

are no fixed relativities and it would be as well to make that absolutely clear.

A draft letter from the Prime Minister is attached. It has been cleared at official
level by Treasury, Scottish Office and Welsh Office, but not with the Ministry

of Defence.




I take it that you will be considering the need for comparable action in respect
of the other Review Bodies. We shall bear the point in mind in drawing up the
ground rules for the Nurses' Review Body.

I am copying this letter to Margaret O'Mara, Peter Gregson, Muir Russell,

Adam Peat and Richard Motram.

STEVE GODBER
Private Secretary




* DRAFT LETTER TO SIR ROBERT CLARK, CHATRMAN OF THE DDRB
/PERSONAD/AND, CONFIDENTIALY

Sir Robert Clark

Chairman

Review Body on Doctors! and Dentists! Remuneration
Office of Manpower Economics

Kingsway Ly T
LONDON WC2

When we met-recently we discussed briefly the DDRB!'s latest recommendations and

its terms of reference. \you told me that in your-view the Review Body had a
responsibility to keep the earnings of NHS doctors and dentists comparable with
those of certain other groups, and that its recommendations would therefore be
designed to achieve this unless and until the Government changed its terms of
reference. You will recall that I expressed some surprise that the DDRB saw itself
as being bound in this way. I thought I should now write to confirm the formal
position.

The terms of reference themselves are of course very simple, and make no reference

to the factors which should be considered. The ground rules agreed with the
professions before the establishment of the present Review Body in 1971 say that

"The Review Body will be free to obtain whatever other information they want, to

look at all the factors they consider relevant and to form their own judgement.

The Government would expect the new Review Body to make their own assessment, taking
into account, as envisaged by the Royal Commission, not only movement of earnings in
other professions but other relevant factors also, including the quality and quantity
of recruitment in all professions. The Government itself attaches particular

significance to evidence about manpower and emigration trends and workload."

I do not read this as obliging the Review Body to maintain relativities with other
groups. Indeed the agreement with the professions says specifically that

"The new Review Body could not be regarded as bound by the relationship
between doctors' and dentists' remuneration and that of other professions
set out eleven years ago in the Report of the Pilkington Royal
Commission .... The new Review Body will be free to make their own
assessment of this as of all other relevant factors."

The fact that the Review Body is not bound to observe any fixed set of relativities
is recorded at paragraph 6 of the First Report (1971) of the present Review Body.
Paragraph 52 of the same report confirmed that the Review Body did not intend to
bind itself to fixed relativities:




"But we cannot regard ourselves as bound by comparisons with the
past. We agree with comments made in the Pilkington Report itself:
doctors and dentists should not have a fixed place in a changing
world; their financial position may rise in relation to some occu-
patients and fall in relation to others; ..... our subsequent
reviews will not refer back to the relationships established by the

Pilkington or the Kindersley Reports."

The Government naturally looks to the Review Body to make its judgements in the
context of the economic and financial situation obtaining at the time} and you will,

am sure, ii:e proper weight to tgg ex?dence which yggsrtig;ve from the Health
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are agreed as to the ground rules under which the Review Body operates.

Please let me know if you think this letter misrepresents the position in any way.

ok
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Dr Ronald Gibson
British Medical Assoclation
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L We have now held a number of discuasions about the new ‘
Review Body which s to Le set up to advige on the remuncyat{on
of doctors and dentists in the National Health Service, and
@t Lthe end of ‘sur final meeting on 14 January, 1 promisecd to
wiite to you setling out the Government tg conclusions, 7o
help make this letter more comprcechensive, 1 have incl uded seme
Points referyaq to in carvljeyr laltars, :

2, Our aprang Btarting point was (hat Lthe Reviny Body will be
an independent body whose vecomacndations will pot ba sub ject

toe referance (o any other body and wil) hut Le rejected or :
modificd by (he Government unlesy there aro obviously compel 1ling
reasons for doing so, Our discussions wero concerncd mainly -
With (i) aspects of the work of the ney Raview Body; (ii) links
with other analogous bodicy, : . .. :

The wark of the new.Rey; ew_Body ' |

3, I gave you assurances first that the terms of reference
will be the same as for the Kindersley Revjew Body and will net
be chanped except by apreement between the Government and the
Professions and secendly that the Review Body will have freedom
to determine it own method of wvorking, ‘
1, As in the past the professions will be frece to make whatever
submissiag g they wish jn evidence to the Review Body., For the
Nest raviow, 4. fdrie thers, they will be free to put to the
Reviecw Boidy their case for whatever they feel g Justified

on the factg availalle, The Government will have the same
freedom, p[aen side will provide Lhc other with copics of its
written evidoenee, ;

Q¢ As in the Pirst the Revicw Body wil) require statist ieal
"”{O”n”“‘ﬂ” frem (he Professions and from the Neadty, Boapactments
The Joint Working Party on Medical obatisdie s, puns b af '
representatives of the medical Profession sl the Vet I‘<'|,.\.|'ll.|r.'nt*;,
vill dot. rmine’ qin aprced body o Statistical dg ta rclat'i,n{{ Lo the
medi ca | Professinn for thee nse of hoth sidec (al!’hough Wi_fh €eac!
slde  feee i moke ity own 'u\fh"‘nuhuhun«, ) wowe T e Evidenee




In addition the Technical Sub-Committee will continue to
supply evideonce on practice expenses of general medical
practitioncrs and the Dental Rates Study Group on hours of
work of gencral dental practitioners, Both the professions
and the llealth Departments will be free to submit scparatcly
other gencral sztatistical information not handled by the
Joint Working Party (ecg on dental manpower, and cconomic
information) to the Review Body and, as in the past, each
side will supply copies to the other side,

‘
6, The Review Body will be free to obtain whatever other
information they want, to look at all the factors they consider
relevant and to; form their own judgment, The Government would
expect the new Review Body to make their‘own assessment, taking
into account, @5 envisaged by the Royal Commission, not only
movement of earnings in other professions but other relevant
factors also, including the quality and quantity of reccruitment
in all professions, 7The Government itself attaches particular
significance to evidence about manpower and emigration trends
and work load, ) .

14 Anong the factors it will be open to the Review Body to
take late information into account in framing their
rccommnendations., They would for example be able to take into
account information about practice expenses, which normally
become available two years after the period to which it
rclates (and inm the case of general dental practitioners,
would have been taken into account by the Dental Rates Study
Group in recommending a scale of fees) in order to asscss
vhether the provision previously made for practice expenses
had been adequate, and to frame recommendations for future
periods accordingly, :

8. It will be for the Review Body to consider when to
undertake reviews and what periods their rccommendations should
cover, For its part the Government would be inclined to
sugpest to the Neview Body that reviews might normally be at
two-yecarly intervals, . <

30 The new Review Body would be invited to continue the 3
practice of recommending target net incomes: for general dental
practitioncrs, to be translated into fces by the Denta Rates'
Study Group. ; :




10, As in the mpast, both:thc Government and the professions
will be frce not to accept the recommendations of any ;
particular Peporid of the Review RBody, The Covernment has made
it elear that it will for its part reject or modify the new
Review Dody's acdwice only for obviously compelling reasons,

1%, I have considered whether it is possible to define in
advance the compa:lling recasons for which the Government might
feel bound to reject or modify recomrnendations of the Review
Body, The Govermment does not think this practicable or that

it would be sensable to try and do so, No formula could cover
rall future circumstances and a formula with escape-clauses could
“only be unhelpful or misleading, Should the nced ever arise

the Goverrment is very conscious of the duty that would rest
on it to state the compelling reasons which in.its view existed,

12, For the avoidance of misunderstanding and in reply to
particular queszions you raised it is right that I should add,
on the Governmeiat's behalf, the following:

¢ b

a. The new Review Body could not be regarded
as bound by the reclationship between doctors! .
ancl dentists!' remuneration and that of other
prafessions set out eleven ycars ago in. the
Remort of the Pilkington Royal Commission. ‘As
1 imave explained in paragraph 6, the new Rc’vicw
Bocly will be free to make their own asscssn)cnt

of 1this as of all other relevant factors,

|

While the Review Body's terms of reference
will leave them entirely frce to recommend
vhatever adjustments in remuneration they
see fit, and fron whatever dates, t he
Gowernment will feel bound to express to
thzm its own view that no further increase
should take effect before 1 April 1971 '
and to point out that the recommendat ion
of the Kindersley Review Body, acccpted

by the Government of theday, was that the
inercascs they recommended for the training
grades should last until 1 April 1972,




LINKS WITHI OT:IER BODIES -
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13, During the discussions 1 explained that there are
three groups for whom no negotiating machinery is for one
reason or another appropriate and in respect of whose
remuncration some co-ordination is needed in the
arrangements Jor giving advice to the Government, The
Government tharefore, as it has announced, intends to
establich three Review Bodies with appropriate links, One
Review Body (the 'Top Salaries! body) will advise on the
remuncration of the Boards of nationalised industries,
the Judiciary, senior civil servants, scnior officers of
the Armed Forces, and Members of Parliament, Another body |
will advise on the pay of the Armed Forces generally

(except two star officers and above)., The third will be
the one  concerned with doctors' and dentists' rcmuneration,
All three bodies will make their rcports to the Prime Minister,

14, If these three bodies were to function in entirely
scparate compartments there would be a risk that they would
base recommenxdations on quite different assumptions about
common factors, In the Government's view it is essential
that « common service should be available for providing them
with information about pgeneral economic trends, Including
general manpower and pay movements, The provision of this
service will Le a function of the new Office of Manpower
Fconomics the establishment of which was announced by the
Secretary of State for Employment in the House of Commons

on 2 Novembesr 1970, I enclose a copy of the relevant

extract from his announcement and would underline what it
says about the Office's independence of the Government, A
senior member of the staff of this Office will be appointed
to serve as Sccretary of the three Review Bodies, In that
capacity he will however be answerable solely to the Review
Bodies and s=zparately to each one in respect of its work,

It will be his responsibility to use the resources of the
Office to collect information and provide facts in accordancen
with the recguirements of cach Review Body. The Office will
not of its own initiative submit evidence to the Review /
Bodies, It would be for each Review Body to decide what
relevant information to invite the Office to supply, or, ‘
of it was ncet already in its posscssion, to scek to oblain,
Unless the information provided under these arrangements to
the doctors' and dentists' Review Body had to be obtained on
the basis that it would be kept confidential (e,pg information
about carninas provided by industrial firms on a strictly ‘
private basis) the Review Body would be free to.make it
available both to the Ilealth Departments and to the professions
and to give them the opportuni ty to comment on it, The
Governmenlt for its part would wish to supgpest that this
practice should be followed,




15, You pressed me very hard to apgrece that the

Secretary of the new.Revicw Body should be drawn from

the Cabinet Officc, as were the sucessive Secrctarices to
the previous Review Body, and not (rom OME., You fecared
that an DME Secretary would somehow bias the Review Dody's
judgment in the Government's favour, This is not, however,
how it appcar-s to other pcople, who believe that a Cabinet
Office cwplovee would scem to be more involved with the
Government, My collcagues and I are quite sure there is

no danger of bias, for OME will itself be independent of
the Government and in any event the Sccretary will, as

I have said, work under the Review Body's instructions,
Moreover it mrovides the natural location of the common
secretarial arrangements nceded for all three bodies, 1
would also’'point out that, in gencral, the Cabinct Office
is staffed bv Civil Servants temporarily seconded from other
Government Deaepartments (the previous Review Body had four
different secrctaries in eight years), The Office should
be able to provide more continuity of Sccretarial support,

16, As a further co-ordinating link, the Government

considers that a degree of common membership is essential,
Contrary to its own preliminary view, however, it has accepted
the professions' view that the Chairman of the doctors'

and dentists' Review Body should not also be Chairman of

the other Rewiew Bodies and that nonc of the members of that
Body should serve on both the other Bodies. Common mcmber-
ship of the doctors' and dentists' body will therefore be
limited to the inclusion of on¢ member on the Top Salaries
body and one other on the Armed Forces' body. |

OTHER MATITERS

17. At our iinal meeting we had some discussion about

your request that the superannuation of National Health Service
doctors and <lentists should be included in the remit of

the new Reviaow Body or independently reviewed, You argued
that, becaus 2 the Superannuation Fund is notionally and not
actually invested, benefits are less favourable than in the
generality of superannuation schemes, I do not myself
Lelicve thisi to be the case but will pladly consider and
subscquently discuss with Dr A B Davies and his colleagues
at an carly date any evidence you can supply. Discussions
about improvaements in the Scheme generally are of course
appropriate to the Joint Superannuation Consultative
Conmittce,

18, We also had some discussion about your rcqué:st that
public hcaltiy medical and dental officers should be brought
within the romit of the new Review Body., The Government
clearly could not ask the Review Dody tu examine the
remuneration of a proup of local authorily staff without

the agreemerit of the local authorities, who hove hitherto




scen objections to a.chunge which means isolating this

proup from the rest of their staff, 1 have no doubt

that the solution to-this problem will be much ecasicr when

we get a unified heallh service., Meanwhile the Covernment
could only consider a chanpe if it were acceptable to

the local authority associations, 1 have unidertaken to
discuss this matter further with Dr Lycett and his colleagues,

19. We agreed that the terms of Lhis letter would be
published on 20 January, 1 hope that thereafter we will
make rapid progress ltowards the establishiment of the new
‘Review Body,

20, I amwriting similarly to Mr Gibb,

»
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EXTRACT FROM ANNOUNCIMENT MADE BY THE
SECRETARY OF §TATE FOR EMPLOYMENT IN
THE HOUSE OF COMONS ON.2 November 1970,

\
-.oo.o.ocon'o.oono-o-o'ao--.o...-oocooo'o‘ocooa‘nocoooo-oco-oco
In the public scector there is a clear need for
co-ordinated machinery for advising the Government on
the remuneration of certain groups for whom no negotiating
machinery is, for one reason or another, appropriate,

The Government intend therefore to establish at an

carly date three Review Bodies with a degrce of inter- y
locking membership, One will advise on the remuneration of the
boards of nationalised industriecs, the Judiciary, senior

civil scrvants, scnior officers of the Armed Forces and such
other groups as might be appropriatcly considered with them,
Another will advise on the pay. of the Armed Forces generally,

A third will advise on the remuncration of doctors and dentists
in the National llealth Service, These three Review Bodies

will have at theipr disposal and Working to their directions

a4 sccretariat provided by a new Office of Manpower Economics,

The Government also intend to use the new Office of

Manpower Eccnomics to service any ad hoc inquiries.which are «-
nccecasary fiem time to time to examine in depth particular

pay stlructurzss and related prablems.  The Office will also
Carry out analytical and educational work on more general
matters affecting pay and its relation to productivity,

cither at the request of Ministers or with the approval of
Ministers, ‘The Office will not be part of the Government .
machine and its reports will be independent, Consultation will
take place with the intercsts concerned about the dectailed
arrangements,

ococo-"ocn---oocoaooo-ooncocc.
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